


Dee a Reh ee 





is st 


ver} 
tow: 
cati 
anio 
of si 








pee ergata ee oS MIN Sinn e ha Py Rape me ae ae. ap spe Ro ee a “Tt sasec ageeer aes — 
ae : ee Sea eS mae em ar Ne ge Bee se etaled Seo a ies * oy Serer eee Sy gees a wees tree eae ey Reet ree setae. 





NUMBER 5 


SEPTEMBER 1952 


Clare E. Griffin 
William A. Paton 
J. Philip. Wemette, Editor 





R. A. Stevenson, Dean 


Copyright, 1952, University of Michigan. Request to reprint material 
pearing Ws this Review sweld be ediieesed to" tre: editor : va 
The Review is sent free on request, os.0 service to the business community. 


Published bi-monthly by the 
_ School of Business Administration _ 
University of Michigan, Ann Arbor 
The views and opinions 








- YOLUME IV 





REP: 


of ‘or from 


and the 
education, 
clearly 


Business 

door to 
the student co broad, general 
copertunity te seplore ond’ Cotabih 


The new progrom will 
ond an 


preparation, 


Hi HY a 
ih ft 


‘his major educational 


E-BUSINESS CURRICULUM. 
academic counselers of the pro-business students will be faculty members of the Schoo! 
| required to , 
will 


A 


Ee 
HH 


1g 
i A 
mee dat tg 


The University of Michigan Announces ‘ 





The development of administrative understanding of the basic wants and 
needs of human nature leads to policies that benefit both 
management and employees 


Democratic Leadership 
In Management 





European trip taken in the summer of 

1951 enabled me to gain impressions of 
the contrast between European industrial 
practice and outlook and that of our own 
country. I suppose one can say in rather 
sweeping terms that the grave European eco- 
nomic problem has to do with productivity 
and with stimulating morale which will en- 
hance productivity and stabilize the European 
economy. European industrialists who have 
traveled here on missions regard our so-called 
American “know-how” as a great mystery 
which they do not understand and do not 
quite know how to apply in their own part of 
the world. 

I was impressed all over again that in the 
western part of Europe there is a certain em- 
ployer managerial complacency, taking things 
for granted, and adhering to old practices with 
very little experimental, pioneering attitude 
toward managerial operating matters. There 
is still the oppressive reality of a class stratifi- 
cation, of a rigidity of movement of men 
aniong different types of work. Indeed a sense 
of snobbishness is evident, it seems to me, be- 
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tween the attitudes and outlook of people in 
top management and the humbler folk down 
the line. In certain instances this feeling con- 
geals into an outlook that is close to a class 
struggle philosophy. 

These rigidities, plus the difficulties of men 
moving up and out of manual work into ex- 
ecutive work, have stimulated in very large 
part the emphasis among the trade unions of 
western Europe upon political as against pre- 
dominantly economic and industrial action. 
Unions became defensively, they thought 
necessarily, politically-minded and politically 
channeled as to a great many of their activi- 
ties. Since they were unable to get any proper 
reception on problems of productivity and 
morale within the operation of industry, they 
turned to programs of nationalization and 
socialization wherein the managerial respon- 
sibility would not be as rigid, would not be as 
stratified, not be as snobbish as in fact it still 
is. 

It is significant that there are 3,000 miles 
between those attitudes and that history of 
industrial record of the last two centuries, and 
our own land. Something happened in the 
crossing over of those 3,000 miles which in- 
fluenced our people as to the ways they were 
going to get their living, the way our economic 
life was to function. We broke completely 
with traditions of class rigidity, of lack of 
opportunity, of hyper-consciousness on the 
political as against the autonomous, economic 








conduct of life. We have had from the very 
outset a new way of attacking old problems. 


New Ways in a New Land 


I remind you that we started off with this 
philosophy—“We hold these truths to be self- 
evident, that all men are created equal, that 
they are endowed by their creator with certain 
inalienable rights, and that among these are 
life, liberty and the pursuit of happiness.” 
And some century or so after that wonderful 
pronouncement was made, another of our great 
democratic leaders you will recall said this: 
“Our fathers brought forth upon this con- 
tinent a new nation, conceived in liberty and 
dedicated to the proposition that all men are 
created equal.” 

We, abandoning the class ideas, stood for 
and stand for the integrity of each person 
irrespective of color, creed, and previous con- 
dition. We accept the doctrine of each man as 
an end in himself, free to manage and control 
measurably his own life and his own decisions, 
with rights of freedom of utterance, of wor- 
ship, of publication, of assembly within rea- 
sonable limits. We do not restrict mobility of 
persons as between different types of eco- 
nomic activity; opportunity is presented, ex- 
cept in periods of worst depression, to earn 
as much as one’s powers and abilities will indi- 
cate. We offer opportunity to be creative in 
individual ways, opportunity for communities 
and groups to self-determine what they want 
to do under a representative system of govern- 
ment in which without violence we protect the 
right of minorities to speak their piece. 

In consequence of all of these influences 
which became the tradition of this land, our 
economic life has always been measurably in- 
dependent of external controls. It has always 
continued to assume some measure of com- 
petitive strife. It has been more or less auton- 
omous without too great political interference. 
It has always functioned for the public benefit 
in the long run and it has been so free in 
competitive drive that our technical advances 
have been the wonder of the world. 

In recent years, however, the organizational 
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and administrative aspects of the application 
of this democratic attitude and practice have 
been giving American executives increasing 
concern. We are sensing a widespread discrep- 
ancy between our democratic professions and 
their confused and inconsistent expression, 
I think that in part, at least, the rapid ex- 
pansion of our economy is responsible for the 
changes which manifest this discrepancy. 

The size problem gradually came upon us 
and helped to get us off the track—the size 
of our communities, the size of our cities, and 
the volume of our population, all somewhat 
stimulated by our own industrial and techno- 
logical advances. The whole problem of large- 
scale groups and their direction, the gradual 
separation of management from ownership, the 
high sub-division of work, our history of de- 
pressions, and therefore of insecurity and fear 
of unemployment, and now more recently the 
inflated money values which again lead to a 
certain degree of insecurity—all of these have 
influenced us to depart from the American 
tradition of what Russell Davenport spoke of 
as our “permanent revolution.”* 

If we are to conform better to the American 
democratic traditions we do, I think, have to 
restate certain aspects of management admin- 
istrative problems in order to put the finger 
upon these as administrative challenges to be 
met more directly. 


Some Problems for Management 


Here are some examples of these problems. 
Are we satisfied today that, as much as is 
feasible, our people are free at work, in work 
and through work? Is there any meaningful- 
ness to us in the notion of freedom? Is it true 
today that for the run of industrial workers 
the opportunity to be creative in some unique 
and distinctive way is blocked; or is it reason- 
ably fulfilled? Are we finding that in group 
experience in departments of factories where 
men are working in close association, they are 
realizing themselves through their group ac- 
tivity; or is each man just a little isolated, 
atomistic fellow going his own way? 


*U.S.A—The Permanent Revolution—Davenport 
—Prentice-Hall, 1951. 
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We have also within groups of departments 
and between employers and their employees, 
group conflicts which create real tensions. 
These cannot be ignored and have to be re- 
solved and modified. 

Can we say that our employees go along 
with us in the unity of purpose we would like 
to feel is the driving force of our corporations? 
Are we able to get the agreement of our people 
to do something in common with us and bend 
their efforts heartily in that direction? These 
are ways of stating some of the psychological 
aspects of our problems which we do not seem 
to have wholly licked. 

Next we might ask—why are we failing to 
involve our people with their best morale and 
fullest productivity in the attainment of de- 
sirable goals? What are some clues to the 
methods and procedures in which we must 
invest more time and thought? What do we 
know about human nature today that we did 
not know before? What do we know about 
the setting of industry in a democratic soci- 
ety? What are the connotations of the word 
“democracy”? Are there ways of getting more 
cooperation than we have yet envisaged in 
typical plants? Is the economic function of 
each of our agencies justified clearly in the 
minds of all the participants? 

The functional justification of our economy 
is beyond all argument. Is it beyond all argu- 
ment, however, with the humbler folk working 
in our companies who never see more than a 
small part of the total operation? Our com- 
panies are social systems as has been pointed 
out by others. Are we making those social 
systems contribute in terms of morale to the 
productive and creative happiness of the whole 
organization? We are talking a great deal to- 
day about communication. Have we gotten to 
the real inwardness of what communication 
has got to be in the large-scale enterprises 
which characterize much of American in- 
dustry? 

In summary then I feel compelled to ask— 
are we wiser today about the inwardness of 
what leadership really is, what it calls for, 
how it is to be identified, how it is to be culti- 
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vated? Human nature, democracy, coopera- 
tion, functional justification, the factory social 
system, communication, types of leadership— 
all of these matters are in the wind, so to 
speak, as unsolved issues. Some companies 
have worked upon them more than others, 
and some have worked upon them hardly at 
all. Let me suggest in the most sketchy fashion 
therefore one or two things that seem to be 
to be increasingly acknowledged as true about 
the working of these influences in our culture. 


The Basic Needs and Desires 
of People 


There are characteristic needs of people 
which we have to acknowledge and satisfy. 
For example, people yearn to belong; we are 
“joiners,” particularly in this land. People 
who are normally endowed yearn to create, 
to have something meaningful that they can 
point to as being their distinctive contribu- 
tion. We also like to believe in a cause, some- 
thing larger than ourselves. All of our re- 
ligious and fraternal activities are due to that 
type of impulse within us. We want security 
from excessive fears of various kinds and from 
guilt feelings of various kinds. People want 
to be loved, they want to be loving; and they 
want outlets for that type of affectionate re- 
lationship with others, somewhere, somehow, 
at some moment of the waking day. They 
want also to understand what goes on and 
affects them. People want an opportunity to 
consent or agree for themselves that what is 
going on as it affects them is in some measure 
acceptable and agreeable to them. 

People want also a sense that they are get- 
ting on, that there is an advance, a movement 
possible in their total career—personal, social, 
and economic. The psychologist puts it this 
way: people characteristically want to be re- 
lated, they want to be motivated from within, 
they want to have good clear goals for them- 
selves, they want to know how to reach them 
and they want satisfying outcomes, both in 
cash and in non-financial ways. 

They want their sense of personality growth 
to be realized in all the various walks, chan- 








nels, activities of their lives, including the eco- 
nomic phases of their life. The psychologists 
tell us that we are energy-releasing, desire-ex- 
pressing, conflict-resolving, cooperation-seek- 
ing, and value-cherishing. Somehow or other, 
therefore, in one or another of our relation- 
ships at, through, and of work we should have 
opportunity to release energy, to express de- 
sire, to resolve conflict, and to cooperate more 
happily. The importance of satisfying these 
needs must be borne in mind in all the rela- 
tionships of foremen, supervisors, and general 
management, to workers. 

In the realm of a democratic atmosphere, 
people do not want to be pushed around. If 
d:mocracy means anything, it presumably 
means that in the working controls of life, 
there should be some opportunity for rights 
and duties to be defined. In politics we speak 
of all this as the constitutional provisions 
under constitutional government. Gradually, 
slowly, but nevertheless surely, the need for 
some similar kind of orderiy industrial gov- 
ernment with established precedents is gain- 
ing acceptance in the control and conduct of 
our industrial life. 

We hear much these days about the need 
for increased cooperation between manage- 
ment and employees. There is some important 
evidence of progress in this direction contained 
in the excellent series of studies on the 
“Causes of Industrial Peace” published by the 
National Planning Association. Then there 
are other examples such as those described in 
Stuart Chase’s recent book, Roads to Agree- 
ment. In all of these we sense the recognition 
by management that the whole is greater than 
the sum of the parts; that there are ways to 
involve the workers in small groups in the re- 
sponsibility for improving productivity with 
specially rewarding compensation for improve- 
ment accomplished. 

Need for Cooperative Productivity 

Drive 
These examples are giving rise to a convic- 


tion on the part of some of us that there must 
be a play initiated by top management for a 
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cooperative productivity drive, foremen with 
workers, workers with workers, in small group 
efforts, with the reward and the compensation 
for accomplishment established in advance, 
What Fortune magazine is calling the “new 
tycoon” had been at work on precisely that 
problem. This is evidenced, for example, in 
the operations of the Crown Zellerbach Com- 
pany on the West Coast, in the incentive plan 
of Bundy Tubing in Detroit, and in the Sears- 
Roebuck profit-sharing policy. We see further 
evidence in McCormick & Co., Inc. of Balti- 
more, certain phases of the incentive plan of 
the Lincoln Electric Company in Cleveland, 
and in Johnson and Johnson’s basis of added 
compensation. There is an increasing number 
of organizations where the management has 
become committed to a policy of encouraging 
production with the understanding that some 
compensatory reward will be received by the 
workers. 

It struck me as significant that Harold Stas- 
sen would incorporate in his political platform 
several strong paragraphs setting forth his 
belief in profit-sharing. It seems rather aston- 
ishing that in a political document of that 
kind he should go out of his way to express 
the conviction that there has to be recognition 
by management that the desirability of mak- 
ing a profit must be equally popular in the 
workers’ minds. 

I mentioned earlier the social system of a 
factory and I would like to comment further 
in that connection. People want to belong, 
people prefer generally to gang up together, 
and the natural social affiliations of people at 
work are inevitable. They generate their na- 
tural, informal leaders over, above, beyond, 
and apart from the foremen who are appointed 
from above. Do we do enough to cultivate the 
natural social system which spontaneously 
grows up in our industrial organizations? Do 
we utilize it to contribute cooperative atti- 
tudes and interests focused on production 
which is the whole purpose of the organiza- 
tion? Or do we try to resist it and ignore it? 
There are all sorts of ways in which you can 
identify and use the natural leaders, but it 
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means that both foremen and general man- 
agers must be sensitized to the reality of the 
social system that prevails within the walls of 
their own enterprise. Once they are sensitized 
to it they should utilize it in positive ways. 


Size of Plant and of Community 


Another aspect I would like to mention 
briefly is the question of optimum size for a 
productive industrial unity. It is a problem 
which Johnson and Johnson, the pharmaceuti- 
cal people, are working on with some interest. 
As their business has enlarged they have de- 
cided that for their type of work, 1,000 em- 
ployees is the maximal number of employees 
for a manufacturing unit. I don’t pass judg- 
ment on this number—that is just their figure. 
As their production demand has dictated ex- 
pansion of facilities, they have been establish- 
ing around the country well over a dozen units 
employing 1,000 workers each, decentralizing 
them into smaller communities. In this way, 
they are meeting the need for decentralization 
out from large cities. The social services are 
too expensive and tend to become overtaxed 
in our larger cities. The decencies, the amen- 
ities of life are difficult and expensive in our 
great urban centers. The hazards in terms of 
modern warfare are grave in the concentra- 
tions in our larger municipalities. If we are 
going to try to help our employees find a 
fuller, richer life, one of the promising possi- 
bilities is to decentralize our operations into 
smaller units in smaller communities. 


The True Meaning of 
Communication 

A popular topic in management circles to- 
day is “communication.” I assume that the 
term refers generally to communication that 
is two-way, communication that is something 
different from just telling. There is no effec- 
tiveness in sheer telling. Communication in- 
volves a response, an interaction, a definite 
awareness that a change in view has occurred 
which can only be achieved where there is a 
two-way relationship. 

Communication is close to the learning 
process in its nature; and people do not learn 
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effectively by being told. As Dean Briggs used 
to say at Harvard with slight exaggeration, 
“Nobody ever told anybody anything.” When 
you really learn, you do so through a process 
of thinking, feeling, acting, and expressing, 
appropriate to the learning situation. When 
you truly communicate, you do something 
which approximates that process in terms of 
a change in response and conduct. There is 
achieved a common bond of thought, of feel- 
ing, of attitude, of capacity to talk that brings 
people into a common world where they were 
not formerly in a common world. 

Recognizing this, I say seriously that our 
whole program of employee relations on its 
public relations side, the house organ and the 
bulletin board side, is in need of reevaluation 
periodically by us all. We must be sure that 
we are not trying to accomplish through a 
one-way channel what can be accomplished 
only through a two-way, give-and-take recip- 
rocal channel. Time, money, patience, confer- 
ences with small groups—all these are essen- 
tial. Otherwise, communication may appear 
to have taken place to the momentary satis- 
faction of the management but in fact it will 
not have been achieved. 

Let us now refer to the notion of democratic 
leadership. I have always maintained that 
democratic leadership identifies itself by the 
response, the change in attitude, the willing- 
ness, the desire, the satisfaction, the happi- 
ness that followers are able to achieve in lining 
up with the purposes of their leader. The test 
of leadership in our kind of society is the 
response of the led in terms of change in atti- 
tude and, especially, increase in productivity. 
The change is evidenced by a releasing from 
within of mctives that line up with the organ- 
ized motives and aims of the leader. The job 
of leadership is the job of reconciling the 
necessary purpeses of the organization and the 
rightful desires of the people who align them- 
selves with it as employees, or as members. 
And that reconciliation of organized purposes 
and of personal aims is far easier to describe 
than it is to achieve. 

For one thing, it is obvious that there is not 
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always complete agreement, even within the 
management, or complete understanding as to 
what the purposes of the corporation are. And 
those purposes, I would say, are usually sev- 
eral. There is not just the purpose of profit, 
although profit has to accrue out of successful 
management. There are usually several pur- 
poses, and it is not easy to interpret them, and 
make them persuasive, appealing, attractive 
to the manual worker. Obviously here too 
communication is involved and the develop- 
ment of really effective communication is still 
in a most unsatisfactory state. 


The Mark of Leadership 


Leadership at its best invites the creativity, 
invites the creative self-releasing drives, of 
the led. The mark of it in politics, in religion, 
in education, is always the evoking of the best 
qualities in those people who are brought into 
a shared experience with a common aim. You 
are helping people, as Sumner Slichter used 
to say, away from antagonistic or reluctant 
cooperation to willing, happy, positive co- 
operation. Leadership that can do that is 
doing the immeasurably invaluable thing of 
catalyzing an organization, changing its whole 
spirit to get the highest quality of interest in 
the productive outcome. 

People hate to be bewildered, to be con- 
fused; they hate to be without guides, and 
without goals or purposes, and to be too much 
in a rut. Therefore, something or someone is 
needed that can catalyze them out of bore- 
dom, out of littleness, out of triviality; and 
that someone is the leader. He is priceless in 
his value. 

When I spoke along these lines recently, a 
gentleman said to me, “I cannot help recalling 
the kind of reaction which I got from one of 
my secretaries when I was trying to explain 
the reasons for what I was asking her to do. 
And she said, “Don’t tell me why, just tell me 
what to do.” That is still the typical reaction 
among manual workers of resistance to greater 
knowledge and understanding of the total pur- 
pose and activity. Insofar as that reaction is 
present, it grows out of their conditioning over 
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the years of being beaten down and discour- 
aged with consequent loss of curiosity and 
desire to comprehend the larger meaning. It 
may be true that people do not respond as you 
think they should to certain leading appeals 
today. I hazard the conjecture that where that 
is true, it follows from a prolonged history of 
discouragement and suppression among groups 
of workers who are playing it safe by follow- 
ing a pattern of strict conformity. 

I would say myself, more affirmatively, that 
people yearn to have a cause, they yearn to 
have pride of conquest in some victory. But 
where is their victory in business? Can we in 
some way contrive victories periodically for 
us all, that will help to release the glands and 
make us more exhilarated, stimulated, and 
satisfied? Can we by right selection, by right 
training, get more people up and down the 
managerial hierarchy who will exhibit in their 
behavior, in their human relationships, this 
kind of exhilarating, unifying intention, and 
thus become in some measure an example, a 
catalyzer of more and new and focused en- 
thusiasm? Can we get that operationally into 
the working methods of the specific depart- 
ments through the leveling up of the super- 
visors’ leading qualities? If these things can 
be done we will gradually but inevitably excite 
our whole organizations so that productivity 
and morale yield even greater fruits than they 
have already. 


The Moral Responsibilities of 
Administration 


Because present-day administration is so 
predominantly dealing with people and deal- 
ing with the destinies of people, it represents 
a highly responsible moral effort. Anything 
that affects the welfare of others may be 
spoken of as a moral situation or moral rela- 
tionship. Today with the kinds of problems 
you and I face, administration has become one 
of the most significant areas of moral responsi- 
bilities that the world knows. 

Why talk about it that way? Because it 
seems to me we will all be more mindful, we 
will be more conscientious, we will think 
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through our standards of conduct in human 
relations more carefully; and we will get a far 
greater kick out of what we are doing if we 
realize that our job is so much more important 
in the touching of people’s minds, bodies, and 
spirits than those who are professionally 
known as having some “moral influence.” Ful- 
fillment of our moral responsibilities will en- 
hance our own personal and professional dig- 
nity to an immeasurable degree. If you are 
going to have people regarded as ends, as 
individual workers, and not solely being 
manipulated all the time as means for corpor- 
ate ends, if you are going to have some type 
of democratic process in communication with 
the union and with the workers in a single 
shop department, if the relationship of the 
floor supervisor with his men is to be one of 
leading, if you are going to be scientific in 
thinking through the methods and testing out 
the new ways, if you are going to be leaders 
in this sense of rallying people out from bore- 
dom to excitement, then the whole process 
becomes inevitably one of moral obligation 
and responsibility of men with men, of men 
over men. 


Management’s Great Opportunity 

Modern management has the opportunity 
so to infuse the working relationships and 
channels and activities of life with meaning, 
with greater possibilities, with the excitement 


of good leading that I can think of no other 
calling so significant, so rich with the chance 
to be an agency for real social improvement. 
Administration is the single greatest thing 
anybody can engage in from my point of view, 
administration focused on production and 
morale, based on the motives of people, ad- 
ministration as a fulfillment of our democratic 
tradition under today’s conditions. What more 
glorious calling can anybody ask for than 
that? 

More than this, if I may allude finally to 
my European reference, more than this is true, 
as we become more administratively skillful 
with these intentions in mind and these new 
capacities developed, we are going to demon- 
strate even more appealingly out of the con- 
duct of our American economy that our 
American know-how contains the open secrets 
of democratic fulfillment for all the world to 
see if and when it is bright enough to under- 
stand and accept them. That becomes, in 
effect, the only, the best, the most persuasive 
answer to the authoritarian, to the totalitar- 
ian, to the autocratic regimes that go on 
beyond the iron curtain. We already know 
better than we do, but as we get more demo- 
cratic in administration I am satisfied that 
not only will our relationships at work be 
extraordinarily more productive, but our re- 
lationships humanly with each other will be 
extraordinarily more happy. 
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DISPERSION GUIDEBOOK 





The Commerce Department has issued a 
guidebook to help communities and manufac- 
turers select sites for new defense supporting 
plants which will afford “relative security” 
from enemy attack. Copies of the book are 
available at 20 cents from the Superintendent 
of Document, Washington, D.C., or through 
the field office of the Commerce Department. 
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INFORMATION ON NAVY 
SUBCONTRACTS 


The Office of Naval Material has published 
a booklet to help small manufacturers seeking 
subcontracts with Navy defense contractors. 
Entitled “Selling to Navy Prime Contractors,” 
the booklet can be obtained at all Navy pur- 
chasing and inspection offices or from the 
Government Printing Office. 

















Much business writing makes hard reading, 


| but it doesn’t need to stay that way 


Vice President in Charge 


of Easy Reading 





ee write with fuzz on our pens. We 

don’t make ourselves understood. We 
aren’t getting our story over.” For half an 
hour over the luncheon table, the executive 
vice president of a large industry had been 
telling us about his troubles with gobbledy- 
gook. 

“What our business needs is a Vice Presi- 
dent in Charge of Easy Reading. When we 
find the right man we should give him full 
power. We should give him the job of turning 
all our written communication into easy read- 
ing. 

“We have vice presidents in charge of ev- 
erything else—research, production, purchas- 
ing, merchandising, personnel, public relations 
—everything except communication. Yet com- 
munication—how we say and write things—is 
vital to every part of our business. We let our 
communication dodder along on one cylinder. 

“Tf we find the right man,” he continued, 
“we shouldn’t call him an expert in communi- 
cation. That sounds too complex. Nobody 
would know exactly what he was supposed to 
do. We should hire him as our easy-reading 
expert. We should give him full title and 
authority as Vice President in Charge of Easy 
Reading. The right man could step up effi- 
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ciency in every department. His work would 
show up in our net profits in a way that would 
smack management right in the eye.” 

This executive is right. In a few simple 
words he set forth one practical way to solve 
a problem that is costing business and indus- 
try millions a year. It’s the problem of gobble- 
dygook in business. 

Some months ago, the editors of Fortune 
Magazine startled management with some 
“big fat generalizations.” Fortune estimated 
that industry is spending at least $100,000,000 
a year in Free Enterprise campaigns. But 
“The message hasn’t got across. We haven't 
hit ’em where they live.” 

What Fortune says about industry as a 
whole, many top executives are saying about 
their own failures. They aren’t getting their 
story over. They aren’t reaching their em- 
ployees or the public. They aren’t talking to 
Joe Doakes in words he can understand. 

Any business can improve the efficiency of 
its written communication by 10 per cent. 
Many could improve it by 25 per cent, even 
50 per cent. Some could increase the efficiency 
of a great deal of their writing by as much 
as 80 per cent. 

In the last five years, business has begun 
to wake up. Some progressive companies are 
busy at the job of weeding out wasteful woolly 
words, fuzzy phrases, and floundering senten- 
ces. Other companies are still blind to the way 
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confused writing and gobbledygook eats into 
their net profits. 


Reaching the Average Man © 


Why do we say that the efficiency of busi- 
ness writing could be increased by 10 to 80 
per cent? For this reason. The average educa- 
tion in the United States is nine years of 
schooling. Much business writing runs from 
four to seven years beyond the 9th grade 
level. People read most comfortably a year or 
two below their peak reading ability. If busi- 
ness wants to reach the average man, its writ- 
ing should be no higher than the 9th grade 
level. 

Men and women will not struggle with writ- 
ing that they find dull, difficult, and obscure. 
Such writing cannot communicate to them 
facts, emotions, and ideas. 

We have tested, analyzed, and appraised 
countless business letters, memorandums, re- 
purts, company magazines, and public rela- 
tions advertisements—all written, supposedly, 
for mass readership. That is, for people with 
average 9th grade educations and good, aver- 
age 10,000-word vocabularies. Some author- 
ities say that an average U. S. vocabulary is 
10,000 words. Others say it is less: 7,000, 
even 5,000 words. It depends partly on how 
they count the vocabulary. However you slice 
it, the writing we have tested misses 10 to 80 
per cent of this audience. 

This is a crying, colossal waste. It is espe- 
cially serious in a time when net profit is hard 
pressed on every front. 

Why are most letters, memorandums, re- 
ports, company magazines, and public rela- 
tions advertisements hard reading? Why do 
they run four to seven years beyond the nat- 
ural reading level of the mass audience? Why? 
Because the management men who directed, 
approved, or wrote this material are experts 
in engineering, research, production, finance, 
merchandising, marketing, or advertising. 
With few exceptions, they write in business 
jargon. Or they write in the wooden sentences 
of schoolmarm English. Or they write in the 
polysyllabic abstractions of college English. 
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They do not know how to write for easy 
reading. That is a technical skill they do not 
have. That is a technical skill they do not 
understand or recognize. 

They are not masters of simple, direct, 
forceful words. They do not know how to turn 
sentences, build paragraphs, talk to mass 
readers. Yet they think that they do. Brilliant 
in their own bailiwicks, they do not recognize 
their ineptness in writing to the mass reader- 
ship. 

What can we do about it? A Vice President 
in Charge of Easy Reading could be the 
answer. One of his first duties would be to go 
to work on the wasteful, wordy, confused let- 
ters of the other vice presidents. 


Here is Gobbledygook 


Here, for example, are paragraphs from 
three letters by three different top executives. 

No. 1. “I understand from Mr. Joe Harring- 
ton of the New Standard Antibiotic & Phar- 
maceutical Co. that Dr. Blodgett, in talking 
with President Johnson of the New Standard 
Antibiotic & Pharmaceutical Co., spoke of the 
fine job that you had done with the papers, 
particularly the weekly papers, in the way of 
news stories combatting the possible increased 
taxation for insurance companies in this par- 
ticular territory.” 

No. Z. “With respect to your suggestion 
that work should be gotten under way on the 
reserve advertisements for the Deep Freeze 
Department, I will advise that I am in entire 
accord with such procedure as it is always 
possible that some unforeseen delay may 
develop in getting company release on some 
of the copy we have in mind using and we 
should be prepared for any emergency.” 

No. 3. “Certainly we should resume con- 
versations at Hamilton with you, Bill and 
Jack and others interested in the subject, but 
in the meantime we are starting some think- 
ing which we want to get on paper for which 
may be helpful in resolving some of the moot 
questions toward the end that opinion may 
be crystallized.” 

What kind of writing do we find in these 
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three sentences? Gobbledygook. It is dull, 
difficult, wordy, and obscure. Each writer’s 
thinking was confused when he dictated. Each 
was too busy, too hurried to practice the least 
economy of words. 

Such sentences are typical. They violate 
right and left the 26 Points for Mass Read- 
ability just as they violate any other discipline 
for clear, fresh, forceful writing. Yet the three 
writers undoubtedly thought they were com- 
municating. Else, why would they be writing 
at all? 

Perhaps they did communicate to some de- 
gree, since each was writing to another execu- 
tive on his own level. Suppose all six, the 
writers and receivers, were college graduates. 
Think of the waste incurred, in both writing 
and reading time, in using five or six times 
as many words as are needed. A fraction of 
the words would have told the story in each 
instance. 

But much more serious is this fact. These 
executives writing such gobbledygook in their 
own letters are the very men who direct, ap- 
prove, and often write company communica- 
tions for mass readership. 


Can Executives Write? 


As a group, these executives are among the 
most able men in the country. They do not 
intentionally approve dull, difficult, and ob- 
scure writing—for their peers, for their em- 
ployees, or for the public. That is the last 
thing they intend to do. In business, words are 
working tools. If they’re sharp, clear, simple, 
they do the job. If they are dull and confused, 
they fail. This we know. People do mot read 
what they find hard and dull. 

In diplomacy and government, we see where 
the confusions of language have brought us. 
The language of business is often little better. 

Why should the president of a company 
trained as an engineer, a lawyer, a financier, 
or a salesman have the last word on how best 
to reach the mind and heart of the public, 
the stockholders, the employees? That’s a job 
for an expert with years of technical training 
in that specific field. 
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Do you know what books have had the 
widest circulation, the greatest mass reader- 
ship? They’re a strange assortment, but they 
have one thing in common. Every one is easy 
to read—easier to read than your daily news- 
paper. Every one would test at a reading level 
of eighth grade or less. 

The greatest mass media in America are the 
Bible, Sears Roebuck Catalogue, McGuffey’s 
Reader, and the Boy Scout Manual. In 1951 
more than eight million new Bibles went into 
circulation in the United States alone. Early 
this year Sears Roebuck Catalogue reached a 
10-year circulation peak—?7 ,200,000 copies for 
a single issue, with a schedule of seven issues 
to be published this year. The McGuffey 
Reader has topped the 135 million circulation 
mark. Only a few other books have sold in 
the millions. Two of them are Gone with the 
Wind and Robinson Crusoe. 

In talking about reading levels, we can’t 
laugh off what’s happened below the sixth 
grade level. That’s below the level of True 
Confessions. In 1940, comic book publishers 
sold less than 100 million copies. In 1951, 
they sold approximately 800 million copies. 
This was a 700 per cent increase in ten years. 
Dell comics sales jumped from five million a 
month in 1943 to nearly 28 million a month 
in 1952, an increase of more than 400 per 
cent in less than ten years. 

Publishers of comic books could certainly 
tell industry a thing or two about how to 
reach the mass audience at the bottom of the 
reading level ladder. 

“The Continuing Study of Newspaper 
Reading” by the Advertising Research Foun- 
dation shows that comics, panels, and editorial 
cartoons run neck-and-neck for top reader 
attention with the highest scoring news and 
banner Stories. 

Recent studies of leading popular magazines 
find them at the following reading levels. True 
Confessions, 6th grade; Woman’s Home Com- 
panion, 7th grade; Reader’s Digest, 8th grade; 
The Saturday Evening Post, 9th grade; Time, 
10th grade; Harper’s 11th grade; Atlantic 
Monthly, 12th grade. Nothing more difficult 
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in reading level than senior year in high 
school. We are not talking about the intellec- 
tual level, which is an entirely different thing. 


Common Failures in Writing 

Specifically what are the most common fail- 
ures in business wriitng? 

Long sentences are perhaps the worst of- 
fenders. Average sentence length is so long 
that it is at the very difficult, or graduate 
school, level. For easy reading this calls for 
17 years of schooling. Yet out of 156 million 
American people, there are only 5 million 
college graduates. Only some 12 million men 
and women have been to college even for a 
year. 

Another failure is the great lack of personal 
words: names of people, personal pronouns, 
other human gender words. Such words give 
business writing a warmth, personality, and 
human interest that it can get in no other way. 

Under a false sense of dignity, writers in 
business prefer “the Company” or “the Sys- 
tem” to plain “we.” Such false dignity fights 
shy of “you.” That magic word can link the 
company to the reader quicker and easier than 
any other word in the language. 

One large corporation is now making a 
reading level study of the annual reports of 
20 associated companies. These reports are 
for stockholders, employees, and customers. 
Since everybody is a present or potential cus- 
tomer for their products, the annual reports 
of these 20 associated companies should be 
for everybody. 

The compiling, writing, producing, and dis- 
tributing of each of these 20 annual reports 
must cost at least $50,000. If all top manage- 
ment time involved were fairly figured in, the 
cost would certainly run much higher. 

But call it $50,000 apiece. At that, the 
cost for the twenty reports is $1,000,000 a 
year. 

All right. By their own statement, these 
annual reports are intended for mass reader- 
ship. They are for adults with an average edu- 
cation of nine years. 

But instead of testing at that level, a pilot 
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study indicates that they are written at the 
15th grade level. That’s junior year in college, 
or 6 years beyond the average education of 
the men and women they are trying to reach. 


Language Difficulties 

Let’s take a look in some detail at the 
language difficulties in one of these annual 
reports, which is in all probability pretty typ- 
ical of the other 19. Checked against the 26 
Points for Mass Readability, the three most 
serious faults of the report are these: 

1. The average sentence length is 9 words 
longer than the standard for 8th grade read- 
ing level of 17 words. The report’s average 
sentence length is difficult. This does not 
mean that long sentences of themselves make 
difficult reading. Variety is desirable in both 
sentence length and form. 

2. Too many of the words are “thinking 
words” rather than words for mass communi- 
cation. Too many are long, heavy, and ab- 
stract. The thought in them needs translation 
to the standard 8th grade reading level. The 
vocabulary as it stands rates as difficult to 
very difficult. 

3. There is a heavy over-use of passive 
verbs. This is the weakest, dullest verb-use in 
the English language. It puts a sentence in 
reverse. Verbs are words that give forward 
action to writing. There are 84 passive verbs 
in the text of this annual report—an un- 
believably high number. How many should 
there be in a piece of writing of this kind? 
A sparse handful. Perhaps none at all. 

This tremendous over-use of passive verbs 
is the peculiar language failure of this par- 
ticular report. That is the kind of thing that 
slips through the net of any over-simplified 
test of readability. It is one of the two im- 
portant places where language-level testing 
often fails to work. Another such failure is the 
omission of a personal depth-test of the writ- 
ing abilities of key men and women respon- 
sible for the written communication of busi- 
ness. More about this a little later. 

Now, what about advertising copy in big- 
circulation mass magazines? Is this copy ever 














years over the head of the mass readership of 
the mass market? Yes, especially in public 
relations advertising. This often carries very 
important messages to the public. 

Recently we made a study of four such 
advertisements in one issue of a big-circula- 
tion magazine. We chose the particular ads 
because we believed them to be the four most 
important in the issue. 

They all had valuable information to com- 
municate to the reader. The copy in each was 
built on an important idea that had the qual- 
ity of news. 

How well was this valuable information 
communicated through the copy to the mass 
readership of this magazine? 

Let’s answer this way. The reading level of 
the magazine was 7th grade. The reading level 
in the four advertisements was seven years 
beyond that, or about junior year in college. 
A difficult reading level. 

Did a large percentage of the four million 
readers presumably purchase the magazine to 
read at a comfortable, average 7th grade level 
of its editorial? We think that is a fair as- 
sumption. 

Did this same large group of readers find 
the junior-year-in-college copy level of the 
four ads difficult, obscure, and dull? From all 
we know of reading habits and public reac- 
tion, we are convinced that they did. 

The space costs of the four ads ranged from 
$8,000 to $37,000. The probable waste factor 
in such instances is appalling. 


A Plan for Improvement 


How would a Vice President in Charge of 
Easy Reading improve and simplify his com- 
nany’s writing? Here is one possible basic 
»asic plan. 

His duties will lie equally in instruction, in- 
spiration, and constructive editing. His job 
will be one of the most difficult and rewarding 
in business. It will be difficult because he is 
warring against the common, deeply-en- 
trenched habit of dull, difficult, wordy, ob- 
scure writing. It will be rewarding because he 
is shaping a tool of priceless value in the 
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hands of countless individuals. At the same 
time, he is equipping business with a new, 
practical technique for earning a larger net 
profit, for delivering better service. 

Where will a Vice President in Charge of 
Easy Reading start his work? In two places, 
First, with everyone in the company who has 
a finger, large or small, in business writing. 
Second, with every new employee who is 
likely to play even the smallest part in the 
company’s writing. 

He will take cross-section samples of com- 
pany writing. He will test, analyze, and ap- 
praise this according to the 26 Points for Mass 
Readability, or some other equally efficient 
standard. He will then hold a continuous, ro- 
tating series of individual and group meetings 
with “before and after” samples of company 
writing. Through the most sincere, interesting, 
and skilful methods, he will sell the entire 
writing corps of the company on simple, clear, 
forceful, fresh writing. Writing that is high in 
reader interest. Writing that puts over 
thoughts, emotions, and ideas with the fewest 
words. 

He will get at the particular language fail- 
ure in every piece of writing he appraises. He 
will set about making the needed basic 
changes in each writer’s techniques. 

He is the last word, the final court of ap- 
peal, in all matters of company writing. 

With new employees who may eventually 
have even a small part in the company’s writ- 
ten communication, he will make “depth 
tests” of their writing efficiency. These tests 
will get at individual vocabulary strength or 
weakness. 

He will examine these men and women 
through special questions on definition, pro- 
nunciation, spelling, and word use. He will 
probe their “composition concepts” to get at 
their strength or weakness in sentence and 
paragraph building. 

He will test for weaknesses all along the 
line. Then he will teach how to correct these 
weaknesses into easy-to-read writing. He will 
edit, continuously, tirelessly, constructively. 

This smoking out of faults and transform- 
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ing them into assets is only the beginning. 
This is the testing, the teaching, the editing. 
Without an equal measure of inspiration, the 
Vice President in Charge of Easy Reading 
will never raise the writing in his company to 
full efficiency. 

He must have the gift—and it is rare—of 
inspiring every writer from the president 
down. He must imbue them with a burning 
determination to write so that every man or 
woman with 9 years of schooling can read it 
easily. Easily and with interest! That is a 
big order but it can be done. 


The American language is the mightiest, 
most beautiful, most flexible, most accurate 
instrument of expression that the world has 
ever known. Yet we write it with fuzz on our 
pens. We waste millions in business because 
we don’t know how to express ourselves in 
plain, simple, easy-to-read words. 

We’!l add enormously to the profit and ser- 
vice of business, when we mesh the full power 
of our language with the twin sciences of pro- 
duction and distribution. We need the Vice 
President in Charge of Easy Reading to do 
the job. 





BUSINESS 


A READING LIST ON 
BUSINESS ADMINISTRATION 

The Amos Tuck School of Business Ad- 
ministration has just published the sixth 
revision of A Reading List on Business Ad- 
ministration. Previous editions have been 
widely used by business executives, business 
firms that maintain small libraries for staff 
use, schools of business and departments of 
economics for student use, and others. 

This List is a printed pamphlet of 68 pages, 
in new and pleasing format, containing a care- 
fully selected list of books covering the prin- 
cipal aspects of business. Each book is anno- 
tated by a terse description of its contents, 
indicating its emphasis or its relation to other 
books in the field. The main sections of the 
List include the following heads: the business 
and economic system; the administration of 
business; industrial relations and personnel 
management; marketing; foreign trade; fi- 
nance; accounting; business statistics and 
research; and business law. Within each sec- 
tion there are subdivisions indicating further 
classification of the material. In addition to 
the books listed, there are also suggested for 
each section the most important periodicals. 

The Reading List is being distributed at the 
price of one dollar by The Amos Tuck School 
of Business Administration, Hanover, N. H., 
with a special discount of one-third to those 
ordering 20 copies or more. 
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BRIEFS 


EMPLOYMENT OF THE 
OLDER WORKER 


The W. E. Upjohn Institute for Community 
Research has recently published a booklet on 
the “Employment of the Older Worker.” The 
booklet contains two addresses and a biblio- 
graphy. Businessmen will be most interested 
in the address by Arthur J. Noetzel, Jr. which 
reports some of his findings in his study of 
the experience of employers in the Cleveland 
area. He discusses the selection and place- 
ment of older workers and their reassignment 
when that is necessary because of declining 
strength. Also Mr. Noetzel refers briefly to 
planning for retirement. 

The companion address by Clark Tibbitts 
presents a number of important issues sur- 
rounding the current question of employing 
older workers. These issues pertain to em- 
ployability, the preservation and restoration 
of function, the attitudes of older workers, 
selective placement techniques, worker secur- 
ity programs, preparation for retirement and 
administration of retirement systems. 

This little booklet, which can be read in a 
half hour, is an authoritative and concise 
introduction to a basic problem of growing 
importance in our industrial communities. It 
is obtainable gratis from the Upjohn Institute, 
709 S. Westnedge Ave., Kalamazoo 44, Mich- 
igan. 
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BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY — The dollar 
value of business transactions in Michigan remained steady through midsummer at about the level 
of a year ago. 
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UPPER PENINSULA BANK DEBITS—The July decline is attributed to inactivity in ore ship- ] 
ments connected with the steel strike. . 
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POWER CONSUMPTION-—The sharp decline was chiefly in the Detroit area and was a direct 
result of the steel strike. 
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EMPLOYMENT-The steel strike had little impact on employment until July when unemploy- 
ment rose to 265,000. 
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An analysis of the critical processes and the controlling decisions that 
determine the size and composition of the Federal budget 


Strategy and Tactics In The 


Budget Process 





ITH an 85 billion dollar Federal budget, 

decisions on Federal budget policy ob- 
viously have a major impact on the direction, 
tempo, and composition of business activity 
and consumer behavior. So great is this im- 
pact that in the past few years considerable 
attention has been devoted not only to the 
sheer size and direction of proposed changes 
in budget policy but also to the mechanics of 
budgeting—the ways in which decisions are 
made. Among the most important mechanical 
aspects of the budget process of interest to 
the business community are these two stra- 
tegic issues: How rapidly are decisions on 
budget policy translated into actual observ- 
able effects on the economy? At what points 
and by whom are the controlling decisions 
made? 

Currently, interest in the budget process is 
understandably motivated primarily by the 
search for ways of reducing Federal spending. 
This is because of the virtually unanimous 
agreement with the general principle that 
under present conditions it is important to 
keep to an absolute minimum spending not 
strictly necessary. Moreover, no special pro- 
cedural improvements are needed to increase 
expenditures, for it is obviously far easier to 
make the kinds of decisions increasing ex- 
penditures than those decisions which will 
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result in expenditure reduction and direct pain 
to those affected by the reduction. 


The Terms of the Budget 


A basic obstacle to understanding the 
budget process is the difficulty of compre- 
hending the variety of terms in which budget 
decisions are cast. These terms are not syn- 
onymous, either in their legal and technical 
meanings or in the impact of the actions they 
represent on the economy. 

We commonly think of budget policy in 
terms of “spending,” which are the terms in 
which we, as businessmen and consumers, 
budget our own incomes. However, the Execu- 
tive agencies and Congress do their financial 
planning in terms not of expenditures, but of 
new obligational authority. This is what the 
President requests in the Budget Document, 
and what Congress provides through the ap- 
propriation bills. There are three main com- 
ponents of new obligational authority: (1) 
appropriations; (2) contract authority; and 
(3) public debt authority. 

(1) Appropriations typically comprise the 
great bulk of the new obligational authority 
requested by the President and granted by 
Congress. An appropriation in effect author- 
izes a Government department or agency to 
do two things—to enter into commitments 
which will require the spending of public 
funds and to actually pay the bills to meet 
these commitments. The dozen or so general 
appropriation bills, plus a varying number of 
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supplemental and deficiency appropriation 
bills, contain hundreds of appropriation 
“items,” each specifying the particular pur- 
pose for which money may be spent and the 
particular amount which may be spent. Usual- 
ly but not always, appropriations are for one 
year, which means that the ageticy can incur 
obligations, through contracts and other types 
of commitments, and spend money up to the 
specified limit during the fiscal year. At the 
end of the year, the agency can no longer in- 
cur obligations based on the one-year appro- 
priation, but if all its commitments have not 
been fulfilled within the period (for instance, 
all deliveries on a contract have not been 
made), it can continue to spend to liquidate 
these commitments during the following two 
fiscal years. 

(2) Contract authority permits an agency 
to make contracts, but does not include the 
money to pay for the deliveries, as does an 
appropriation. In succeeding years, when the 
contracts are being fulfilled, appropriations to 
liquidate this type of obligation are made. The 
reason for the use of this mechanism is found 
in the fact that so many of the things the 
Government contracts for take a long time to 
deliver—not only the current case of military 
aircraft procurement, but also the more perm- 
anent problem of major construction projects, 
both civilian and military. For example, early 
this year a new $5 billion atomic energy ex- 
pansion program was announced. However, no 
expenditures for this program are included in 
the Budget estimates for the fiscal year begin- 
ning July 1, because while new contract au- 
thority will be required, the lengthy construc- 
tion period will mean that payments on the 
contracts will not be required until fiscal 1954 
(which begins July 1, 1953) or later. 

(3) Ordinarily, when the Treasury engages 
in public debt operations, the receipts from 
such transactions are deposited in the general 
fund of the Treasury and can be withdrawn 
only under the authority of a regular appro- 
priation. However, in a few cases, Congress 
has provided public debt authority, that is, 
the authority to make expenditures from bor- 
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rowed money prior to its deposit in the general 
fund and without an appropriation. This au- 
thority may take the form of authorization 
for the Treasury to make borrowed money 
available to a given agency or enterprise, 
usually in exchange for notes of the enterprise, 
or authorization for a Government-owned 
corporation to borrow directly from the pub- 
lic. For example, the Defense Production Act 
authorizes the Defense Materials Procurement 
Agency, the R.F.C., and the Departments of 
Agriculture and the Interior to borrow up to 
$2.1 billion from the Treasury to incur obliga- 
tions in connection with procurement of crit- 
ical materials and loans for expansion of de- 
fense production facilities. 
Basic Legislation 

A further point to be noted is that appro- 
priations or any other form of obligational 
authority can be enacted only if legislation 
has been previously passed authorizing the 
programs for which funds are to be spent. 
This ‘“‘basic legislation” may have to be passed 
every few years, or even renewed annually 
with the appropriation following closely on its 
heels, or it may be permanent, dating back 
many years, as in the case of the statutes 
authorizing such fundamental programs as the 
carrying of the mails and the diplomatic ser- 
vice. Thus, taking into account the time-lags 
between basic legislation, appropriations, con- 
tract authorizations, and the actual disburse- 
ment of funds—the expenditures—the speed 
with which decisions on budget policy are re- 
flected in the economy can fluctuate consid- 
erably. 

The President’s Budget for this fiscal year 
reflects the facts that today’s expenditures 
represent in part policy decisions made some- 
time ago, and that today’s decisions will be 
reflected for sometime to come in actual ex- 
penditures. It is expected that nearly half of 
the $85.4 billion of estimated expenditures for 
this fiscal year will result from obligational 
authority made available in earlier years, and 
about half will come from authorizations re- 
quested for fiscal 1953 itself. Of the total of 
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$84.3 billion of new obligational authority 
recommended by the President for fiscal 1953, 
nearly $41 billion would be spent in later 
years. Because of the long lead-time involved 
in military production, the time-lags and the 
backlog of unexpended appropriations and 
other obligational authority has been growing 
since the outbreak of the Korean war in June 
1950 and the inauguration of the rearmament 
program, as the following table indicates: 


Fiscal years 
ending 
June 30 
1951 1952 1953 
(Billion dollars) 
Unexpended authorizations 
available, beginning of year .... $ 15 $ 54 $ 76 
Plus, new obligational authority 
granted during year ........... 84 93 84 
Minus, expenditures during year .. 45 71 85 
Equals, unexpended authorizations 
available, end of year ........ 54 76 75 


Thus even without any further appropria- 
tions action by Congress, on June 30 of this 
year it was theoretically possible for the Gov- 
ernment to spend more than $75 billion, be- 
cause of unspent authorizations made earlier. 
Of course, this is only theoretical, since the 
backlog of authorizations is not transferable 
and applies only to certain programs, chiefly 
military hard-goods procurement and defense 
construction, and if Congress were to appro- 
priate no new funds for fiscal 1953, many 
agencies and programs would have to shut 
down completely—for one thing, the military 
payroll, which is provided by current appro- 
priations primarily, could not be met. But this 
idea, although somewhat fantastic, gives some 
indication of how much present spending is 
affected by prior decisions. 

Of course, these prior decisions are not com- 
pletely irrevocable. Congress may rescind un- 
used contract authority or other obligational 
authority unused at the close of the fiscal year 
(such as unused commitment authority under 
two-year appropriations), and has done so at 
times in the past. The President may impound 
funds appropriated by Congress, as he did in 
the case of an Export-Import Bank loan to 
Spain provided in the appropriations legisla- 


tion for fiscal 1951. As a matter of fact, there 
is usually some unused obligational authority 
which lapses at the end of each year, though 
not very much. But once the authority has 
been granted, it takes positive action, either 
Congressional or Presidential, to reduce the 
amounts available. This positive action typ- 
ically would face a variety of obstacles, in- 
cluding the opposition of those affected by the 
reduction, so the path of least resistance is to 
take no action, and leave the commitment and 
expenditure of the funds provided to the dis- 
cretion of the individual agencies. 


The Impact of Authorizations 


While there is this lag between authorizing 
and spending, the authorizations themselves 
have an immediate economic impact. The let- 
ting of a contract, even though no Federal ex- 
penditure may be called for, diverts resources 
from private to public use, since plant and 
equipment, manpower, and inventories of raw 
and semi-finished materials are less available 
for ordinary private purposes. Even more im- 
mediate is the impact on consumer and busi- 
ness expectations of the anticipated diversion 
of resources. In the period right after the out- 
break of the Korean war, the inflation was due 
to the “buying waves” on the part of the pri- 
vate economy, in anticipation of shortages and 
price rises people expected to follow in the 
wake of the defense program. During this 
period, Government expenditures rose but 
slowly; in fact, there was a substantial cash 
surplus in the summer of 1950, a smaller than 
usual seasonal deficit in the fall, and a record 
surplus in the first quarter of 1951. 

The trends in authorizations and expendi- 
tures right now have interesting implications 
for the level of business. New obligational au- 
thority requested by the President for the cur- 
rent fiscal year is less than that granted for 
the fiscal year just ended. Thus new orders 
for defense should decline in the months 
ahead, and expectations of shortages and price 
rises should be further dampened, which will 
tend to strengthen the bearish element in the 
outlook. On the other hand, the large backlog 
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of unexpended balances available for expendi- 
tures and the rising level of deliveries on con- 
tracts for which these balances are committed 
will produce a significant rise in actual ex- 
penditures and probably a cash deficit as well, 
thus providing a bullish influence in the cur- 
rent fiscal year and probably well into the 
following fiscal year. 


The Controlling Decisions 


We have noted earlier that the passage of 
the “basic legislation” is really the first step 
in the budget process. In many cases, the en- 
abling laws are so general in their scope and 
were passed so long ago that they actually 
have little role in effectively influencing 
budget policy. In the case of defense, for ex- 
ample, statutes authorizing the size of the 
armed forces and similar enactments affect 
spending only indirectly. In other cases, how- 
ever, the basic legislation setting up the pro- 
gram goes a long way in determining fairly 
closely the amounts to be appropriated and 
spent. In fact, legislation of this type domi- 
nates current spending for the nondefense 
sector of the Budget, which although less than 
one-fourth of total Government spending, ap- 
proximates the substantial magnitude of 
twenty billion dollars annually. About 70 per 
cent of this amount in recent years has been 
spent on the major “open-end” programs, 
which are programs in which the basic statutes 
provide for the expenditure of an indefinite 
amount of money, the precise amount in any 
one year to be determined by the interaction 
of the specific formulas in the legislation with 
current trends, economic and social. The an- 
nual appropriation thus becomes not a direc- 
tive to spend a certain amount, but an esti- 
mate of what will be needed. 


“Open-end” Programs 


The biggest “open-end” program is the pay- 
ment of interest on the public debt. The inter- 
est bill is determined by the interest rates and 
the size of the public debt, and neither can 
be appreciably affected by Congress in appro- 
priation bills in any one year. Then there are 
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the social insurance and pension programs, 
for which expenditures currently total about 
nine billion dollars. Expenditures for old-age 
and survivors insurance, railroad retirement, 
and Federal employees’ retirement benefits 
depend upon the number of eligible persons 
reaching retirement age and their previous 
earnings; the volume of unemployment insur- 
ance benefits depends upon the amount of un- 
employment and previous earnings of those 
unemployed. Public assistance grants are re- 
lated to the number of indigent persons re- 
ceiving aid from state and local governments 
and the cost of providing them with a mini- 
mum subsistence. Veterans’ readjustment 
benefits and compensation and pensions de- 
pend on the number of eligible people who 
apply for benefits under the statutes. 

Economic conditions also directly affect the 
farm price support and farm income stabiliza- 
tion programs; here spending depends on the 
size of crops and the level of farm prices. Net 
mortgage purchases by the Federal National 
Mortgage Association to a large extent depend 
on the state of the economy, in this case, the 
desire of private investors to hold Government 
guaranteed and insured mortgages. The postal 
deficit is another “open-end” program, al- 
though there is more room for expenditure 
control here than in the other “open-end” 
activities. 

In these programs, the enabling legislation 
is vitally important because unless the form- 
ulas imbedded in them are altered, the Presi- 
dent’s Budget or the appropriation bills can 
have little effect on the amount spent. In 
other cases, such as grants-in-aid for high- 
ways, airports, and hospitals, the basic legis- 
lation usually specifies not only a formula, 
but the actual amount authorized to be spent. 
Thus, passage of this basic legislation is one 
of the really strategic points at which con- 
trolling decisions are made. Moreover, there 
is widespread dissatisfaction with the proce- 
dures often employed at this stage. Since the 
legislation does not proceed through the ap- 
propriation committees of Congress, there is 
frequently inadequate attention paid to the 
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expenditure implications of the actions. At 
times, the cost estimates used as a basis for 
action by Congress in passing these laws are 
grossly in error. 

Furthermore, from a mechanical point of 
view, it would seem far easier for Congress to 
review carefully expenditure programs by 
closely scrutinizing them only once every few 
years, when the basic legislation is passed or 
renewed, rather than by attempting the her- 
culean job of reviewing every program every 
year, as is now done imperfectly in the regular 
appropriations process. The Budget Bureau 
itself seems to agree that some of its most 
effective work is done in connection with re- 
viewing the expenditure implications of legis- 
lative proposals and testifying before the 
“legislative” committees of Congress in this 
connection. 


Formulation of the President’s 
Budget 


The second step in the budget process and 
the second strategic control point is the formu- 
lation of the President’s Budget. This phase is 
of such critical importance for two reasons. 
First, the chief executive of any government 
or organization is inherently in a better posi- 
tion to propose coherent over-all policy than 
is any one else. Second, because in practice 
action on budget policy at the third stage in 
the process, appropriations action by Con- 
gress, has been so defective, there is no real 
alternative to adequate decision-making at the 
Executive level. In response to widespread 
criticism of Congressional action on the 
budget, a number of reforms have been at- 
tempted recently; these have either since 
been rejected or have had no real impact on 
actual procedures. 

Although some of the proposed procedural 
reforms which have not been experimented 
with as yet might eventually produce a sub- 
stantial improvement in the appropriations 
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process, right now primary reliance must be 
placed on other stages in the evolution of the 
budget. 

Moreover, experience at other levels of 
government in the United States and in other 
countries indicates that in general modern 
legislatures play only a small part in the an- 
nual or biennial budget process. In many state 
and local governments, including most of the 
larger ones, the executive budget is usually 
adopted virtually without amendment. In 
part, this is because a number of governments 
have adopted special procedural devices which 
discourage legislative log-rolling. In some 
states, the legislature may not increase the 
executive budget except through special and 
difficult procedures, but may reduce it via 
ordinary majority votes. In some places, the 
governor may veto individual items in appro- 
priation bills, in contrast to the Federal Gov- 
ernment situation where the President can 
disapprove individual appropriation item only 
by the extreme and impracticable device of 
vetoing an entire appropriation bill. 

But whether or not such devices exist, the 
executive budget is generally the controlling 
factor. It is easy to understand how difficult 
it is for legislatures to participate in budg- 
etary policy formation, since they are usually 
so large as to be unwieldy, burdened down 
with a very great volume of pressing legis- 
lative business, and divided on party, sec- 
tional, special interest group, and personality 
lines. But these problems could be overcome 
to some extent, and Congress potentially could 
contribute much more to budget policy forma- 
tion, if it concentrated its attention more on 
the initial control point, the basic legislation. 
So we conclude that, for effective policy, there 
is no substitute for careful work on Capitol 
Hill in enacting legislation setting up new 
programs or renewing old ones and in the 
White House in formulating the annual 
Budget. 
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| Business enterprise and initiative have done more for the 


people than have social reformers. 


Business and Social Progress 





INNING favorable public opinion is the 
toughest problem American business has 
today. 

Modern industry in the United States is 
efficiently geared to solve difficult technical, 
production, and sales problems. Its record of 
accomplishments in these fields is reassuring. 
But when it comes to getting public under- 
standing, American business is confronted with 
a strange and confusing paradox. It has failed 
to gain for itself the same degree of acceptance 
and confidence that it has won for its prod- 
ucts. Thus we find that there are many 
people who will swear by Jones’ paint and 
swear at Jones; who will in one voice boast of 
the virtues of their radio or television set and 
express distrust of its manufacturer. 

What is the reason for this situation? One 
is the fact that the depression tended to put 
business on the defensive. During that period 
political aspirants found it was popular to 
blame business for the nation’s troubles—and 
thus the businessman became a good prime 
target. A whole generation of people grew up, 
exposed continually to the contention that the 
business leader was a rascal. 

There is another, more basic reason. Success 
in business is seldom spectacular, and the 
crowd’s applause goes to showier activities, 
such as politics or war or even to sports and 
entertainment. The businessman, in his anony- 
mous tradition, is much less likely to be re- 
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membered than even a mediocre general or a 
garden-variety statesman or a chowder-party 
politician of the most ordinary stripe. The 
businessman is normally reluctant to talk out 
loud. He frequently shuns the spotlight. He is 
content with plugging his wares, not himself. 
Laudable as this modest course might have 
appeared to Lord Chesterfield, its result has 
been to obscure the businessman’s accomplish- 
ments from public view. 

The politician, reformer and crusader are 
public figures by profession. They are willing 
and anxious to speak in public. 

Not long ago Dr. Allan Nevins, the Colum- 
bia University historian, pointed out that the 
writers of history have neglected the role of 
the industrial leaders, with the result that 
industrial achievements are frequently mis- 
interpreted. Many writers and historians have 
been apologetic about our material progress. 
They have seemed to feel that our standard of 
living lacked moral or cultural values. Some- 
times it is even said that we Americans are 
not much different from Communists in our 
preoccupation with economic cause and effect. 

The Marxists do argue that the fundamental 
factor in society is its economic structure. But 
the difference lies in the element of personal 
freedom which we, and not they, take for 
granted. Private business initiative developed 
and prospered in England, and later here, 
because individual liberty had already been 
established. Private initiative avoided Asia 
and Eastern Europe because individual liberty 
did not exist there. Our elevated standard of 
living is not an alternative to a superior spir- 
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itual society, it is the result. The guarantees 
of individual initiative established by our Con- 
stitution are an expression of the highest state 
of human dignity ever achieved by man. 


Not By Bread Alone 


The American standard of living is not 
measured solely in terms of more shoes, houses 
or electric mayonnaise mixers, although they 
cannot be discounted in the reckoning. Ours 
is the only country in the world where the 
official Consumer Price Index could list such 
items as television sets, group hospitalization 
contracts, and beauty-parlor services. But our 
standard is composed also of more leisure, 
more opportunity for culture and education, 
better health, improved standards of care for 
the very young and the aged. 

If we excel all in steel tonnage, we lead the 
world also in schools, parks and playgrounds, 
libraries, art museums, theaters and symphony 
orchestras. If we are tops in refrigerators, we 
are tops also in college attendance, book publi- 
cation, and contributions to welfare institu- 
tions. The total investment in educational 
facilities in this country is so large that only 
six nations in the world have a total wealth 
exceeding what we make available for the 
schooling of our young people. We support 
more than a quarter of a million church con- 
gregations, spread among over 250 different 
denominations. We have 82,000,000 church 
members, and membership is increasing faster 
than the population. If our morals as a nation 
sometimes sag, it is our moral indignation that 
exposes the offenders. 

Those who criticize us for taking too ma- 
terialistic a view of life frequently forget that 
our social and cultural, and even our spiritual 
gains, derive largely from our capacity to pay 
the costs. The peasant who barely ekes out a 
living may be a worthy man, but his capacity 
to assist his neighbor consists primarily of 
exchanged labor, as when each helps the other 
with the harvest. Only as his own lot improves 
has he the means to offer aid. The Asiatic 
coolie, bearing heavy burdens for a few hand- 
fuls of rice, acquires in time an indifference 
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to human suffering that by our own standards 
is shocking. 

The Eskimo, who teaches his toddling son 
how to help supply the family’s meager food, 
and who leaves his aged parent out on the ice 
when he can no longer do his share, simply 
follows the dictates of necessity. 


Contributions By Businessmen 


America has progressed as a nation through 
the practical notion of first things first. We 
build the house before we invite the neighbors 
in for a housewarming. Unfortunately, we 
tend to lose sight of this fact in retrospect, 
so that the business enterpriser, the produc- 
tion genius and even the scientist who have 
furthered our progress are often remembered 
less favorably than those who have had elo- 
quent things to say about it later on. Quiz 
participants on the television shows have 
trouble identifying Eli Terry, Cyrus Mc- 
Cormick, and John Deere, though the ac- 
complishments of those men revolutionized 
our lives, 

We are still a little bewildered by the speed 
of our own development, and, as Dr. Nevins 
implies, perhaps somehow a little ashamed of 
it. We come to accept the image of the busi- 
nessman as a person motivated solely by 
money, and the reformer or political revolu- 
tionary as one guided by public service. It is 
a theme that is replayed like a phonograph 
record. The trouble with it is that it is 
cracked, on both sides. 

Business, frankly out for a financial reward, 
is no less public minded than the social plan- 
ner. Nor is the social planner any less aware 
of personal gain from his cause than is the 
businessman, although he may be paid in a 
different kind of coin. Business desires a full 
and rich abundance for all people, if only be- 
cause that is the condition best suited to its 
own prosperity. There is no question as to 
the objective—the differences arise only as to 
a choice between practical methods and in- 
effective expedients. 

None of our great social advances would 
have been possible if our dynamic economic 
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development had not supplied the means. 
Laws, of course, play an important part in our 
society. But laws can simply codify and 
formalize conditions which have been effected 
by other methods. 

Reform comes only when the tools are at 
hand. The reformer, the uplifter, the crusader 
seldom acknowledge this, but if it were not 
true they would get nowhere. 


Shorter Hours and Higher 
Earnings 

Working hours in industry were once the 
same as those of the farm—dawn to dusk. 
Mill workers used to work 13 to 15 hours a 
day. Today we work 8 hours a day, five days 
a week. 

Yet, despite a century-long record of dis- 
cussion on reduced working hours, the truth 
is, as Herbert Hoover pointed out in his auto- 
biography, that the 8-hour day became a 
reality without aid of any legislation, except 
the Adamson Act regulating hours of labor on 
railroads engaged in interstate commerce. 
Long before, some industries, such as steel, 
had urged it upon their employees, only to 
have the workers reject it on grounds that it 
meant “sharing the work.” 

The fact is that the men realized that we 
could not have an eight-hour day until we 
could produce more goods. As machine power 
increased, output per worker went up and 
leisure time was to come as a well-earned 
result. If it had been adopted, by law, say in 
1900, the productive capacity of the country 
would have fallen off alarmingly. It is doubt- 
ful that we would ever have regained our 
strength. 

For example, in 1900, with a work week of 
60 hours, the average output per worker was 
about $1800 per year, using post-World War 
II prices. A cut to 40 hours would have re- 
duced this a third, or to $1200 a year—little 
more than was produced fifty years earlier. 
Fortunately, no attempt was made to accom- 
plish our objective that way. We went at it 
by increasing our investment in tools and 
equipment, and by improvements in methods 
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and processes. Between 1900 and 1950 we 
almost tripled our use of machine power, and 
more than tripled the output of goods per hour. 
The decline from 60 hours to 40 hours a week 
was a natural dividend of progress. 


Progress on the Farm 


The same pattern may be studied in rela- 
tion to the farm question. This country has 
been hearing of agrarian reform since its earli- 
est days. It has gone through many phases of 
it, from the first Homestead Acts to the Popu- 
list Revolt and on to the slaughter of the little 
pigs in the thirties. 

For thousands of years, farming was done 
chiefly by peasants, serfs and slaves. Their 
methods in 1800 A.D. had been substantially 
unchanged since the times of Nebuchadnezzar. 
When this country was founded it took nine 
people on the farm to feed themselves plus one 
city dweller. Fifty years ago a family of four 
farm people were able to feed themselves and 
12 city people—today they can feed them- 
selves and 20 city people. 

In the inventive environment of the early 
1800’s, change came to the farm in the shape 
of new tools. One was the iron and later the 
steel plow. The reaper was invented in 1830, 
replacing the laborious practice of cutting 
grain with a scythe. In that year, the human 
labor factor required to produce one bushel of 
grain was three hours and thirty minutes. By 
1896, this had fallen to 10 minutes, and we 
had not yet come to the next great phase of 
development. 

In the gasoline age, mechanization pro- 
ceeded to every chore, from milking the cows 
to trimming the lawn. Today’s farmer is in- 
distinguishable from any other businessman. 
He bears no more resemblance to the cartoon: 
ists’ picture of the hay-chewing rustic than 
does the businessman to The Daily Worker’s 
drawings of him. 

It is often said that farmers are beneficiaries 
of an active lobby and that their favor is re- 
garded lovingly by political candidates. So it 
is. But we know that the farmer’s advance- 
ment has been due, not to legislation or bold 
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speeches in Congress, but to the invention and 
development that today enable a single tractor 
to plow ten acres of land in a single day—as 
much as an eighteenth century settler could 
handle in weeks of hard, crushing toil. 


Emancipation of Women 


Since 1800, the role of women in our na- 
tional life has undergone dramatic changes. 
The real authors of emancipated womanhood 
were not Amelia Bloomer, Lucy Stone, and 
Susan B. Anthony, but inventors like Eli 
Whitney, James Hargreaves, and Richard 
Arkwright. If it had not been for the invention 
of the cotton gin, the spinning jenny and other 
textile developments, women would have had 
little time or concern for equal rights. 

The housewife of the eighteenth century 
was obliged to sit at her spinning wheel turn- 
ing flax into yarn, weave the yarn into cloth 
on a home loom, dye it in a kettle and labori- 
ously fashion clothes for herself and family. 
Recently Du Pont ran a test on this and 
found that making one dress by these methods 
would take a woman 56 hours. Arkwright’s 
and Hargreaves’ inventions took the chore of 
spinning and weaving cloth out of the home 
and laid the foundation for the great modern 
textile industry. This released women from 
one of th most time-consuming and 
fatiguing duties and gave them the leisure to 
consider their rights as citizens. 


Impact of the Automobile 


The social changes brought about by the 
automobile have been enormous. People who 
formerly spent their entire lives in a single 
community now circulate all over the conti- 
nent. Sectional barriers have long since dis- 
appeared. 

In the War Between the States, it was esti- 
mated that not one combatant in a hundred 
on either side had ever been outside his own 
county. Today it seems inconceivable that 
North and South should regard themselves as 
separate nations, with Virginians summering 
in Michigan or Maine, New Yorkers touring 
the Great Smokies in October, and Pennsyl- 
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vanians vacationing at Miami or Sea Island. 
No statecraft, no oratory, no legislation, could 
achieve this half so well as has the steering 
wheel on the family car. 

Lives everywhere have been enriched and 
enlarged by the automobile in a manner im- 
possible to achieve through law. The wonders 
and attractions of the big city are available 
to the remote farm; the peace and beauty of 
the country are there for all to enjoy. We have 
acquired fuller understanding of each other, 
greater tolerance of different races and creeds, 
a broadened national viewpoint. 

Men who work in factories and mills once 
found it necessary to live within the shadow 
of the plant, as many an unsightly town testi- 
fies. Today, with cheap transportation and 
more leisure time, they live where they choose, 
miles from their work, in surroundings suitable 
to their family’s comfort. 

Invention, development, new ways of life, 
higher living standards for everyone. That is 
the cycle. 


Key Factors in Progress 


Our standard of living is, after all, no mys- 
terious blessing from on high. It is the simple 
arithmetic of dividing the quantity of goods 
available by the quantity of productive effort 
going into it. The quotient is the measure of 
the living standard. When we increase the 
supply of goods in its relation to productive 
time, we step up our scale of living. 

This is as elementary as the price tag on 
Junior’s new shoes, yet we are often confused 
about it because money values change. It is 
easier to understand in terms of working time. 
If the family breadwinner, for example, ex- 
changed 10 hours of work each month for 
clothing, and a new development reduced the 
net cost by two hours a month, the savings 
become available to the family either for 
something else, for better quality selections 
or for more clothing. 

If a family spends 300 hours of its income- 
producing time for a refrigerator that lasts six 
years, it has spent 50 hours a year to good 
advantage. But if their next refrigerator costs 
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200 hours’ labor and lasts 10 years, then the 
six free years of operation contribute to funds 
for other purposes. 

This is the way our standard of living has 
advanced. Every improvement contributing to 
our ease, comfort, and convenience has had its 
origin in our industrial development. We have, 
in this country, brought the benefits of that 
development to every home. Strange as it may 
seem, our venturing, risk-taking economy has 
brought an economic advance to our people 
which is the envy of socialists the world over. 
Our working population of 60 million supports 
a pre-working population in school of nearly 
nine millions and a retired population of about 
four millions. In many other countries boys 
leave school early and men must work until 
they literally drop in their tracks. 


Needed: Understanding 


Now if all this is true, why do we have a 
problem in understanding? The problem is 
simple—we need to have everyone realize the 
true facts of how our society has developed, 
and what it needs to continue. 

Not all is perfect under this system of ours. 
Not all business is as fully aware of its re- 
sponsibilities as we should hope. There are 
still injustices and frustrations that require 
attention. There are unquestionably areas of 
activity which need change and improvement, 
and there always will be. 

But let’s be sure that we understand what 
is required for best results—that we progress 


not through hazy and hasty expedients, but 
through the application of our natural re- 


sourcefulness, through bringing our technical 
capacities to more of our people, through 
lowering our costs and improving the per- 
formance of our industry. 

While the inventive, technical, and produc- 
tive men of industry are frequently con- 
demned as selfish, grasping and greedy by 
those whose purposes are served by such con- 
demnation, they are really the basis of every- 
thing America is, and they hold the only real 
promise of achieving the things we hope to be. 

Social gains follow economic advance as a 
matter of simple cause and effect. Eli Whit- 
ney’s cotton gin and the textile progress it 
fostered did more to free women from their 
eighteenth century servitude than all the 
suffrage agitation in history. 

Peasantry was not banished from the farm 
by agricultural reforms, but simply by the 
invention of mechanical farm equipment. 

“In modern times, the automobile has 
widened and enriched lives in a manner im- 
possible to achieve through legislation. Mod- 
ern machinery gave the American workman 
well deserved leisure far more effectively than 
the cry for the eight-hour day, for without 
the means, the cry would have been empty 
and unheeded. 

This is the true formula for social progress. 
Let’s make sure that we keep it firmly fixed 
in our minds. It is at once our record of the 
past and our best hope for the future. 





BUSINESS BRIEF 


NEW BOOKS ON SMALL BUSINESS 

“Small Business Bibliography,” by Jessie 
Croft Ellis, lists, in 237 pages, some 2,000 
references. These are arranged alphabetically 
by title and by subject in a single classifica- 
tion. The book also lists periodicals, separately 
by title and subject field; and publishers. It 
costs $4 and is published by The F. W. Faxon 
Company, Boston, Massachusetts. 

“Outline And Source Material For Small 
Business Education,” by William M. Hoad, 
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is an annotated selected bibliography, ar- 
ranged by the major fields of business ad- 
ministration. The annotations are directed pri- 
marily toward instructors of courses in small 
business, but apply to self-instruction as well. 
This 40 page pamphlet was issued as Domes- 
tic Commerce Series No. 27 of the U. S. De- 
partment of Commerce, and is for sale by the 
Superintendent of Documents, U. S. Govern- 
ment Printing Office, Washington, D. C., for 
30 cents. 
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Iron ore, coal, limestone, petroleum, and grain lead the products that move sl 
among ports whose importance is greater than is often realized. L 
fc 
‘i L 
The Major Ports and 
T 
R 
ommerce of the Great Lakes | : 
B 
e" 
Albert G. Ballert | * 
L 
LONG the shores of our “Inland Seas,” as a basis for the selection of “major” ports— i 
which cover more than 95,000 square 42 are along the United States shores and the a 
miles, there are fifty ports (see map) each remaining 8 are Canadian.* The accompany- tl 
handling over a million net or short tons of ing map indicates the distribution of these . 
traffic annually. In number, this is equal to focal points for lake commerce in 1948 as fol- k 
all of the ports of such magnitude located lows: Lake Michigan, 15; Lake Erie, 13; I 
along the Atlantic coast from Maine to Texas. Lake Superior, 7; Lake Huron, 5; Lake On- 1 
In making this comparison, the gross extent tario, 5; and the Lower Rivers (waterway 1 
of some of the large seaboard and Great Lakes connecting lakes Huron and Erie), 5. The t 
ports (e.g., New York and Chicago) are con- American ports in this group represent over a P 
sidered as several units. Lest the importance third (37 per cent) of the 115 along our ’ 
il 
TABLE 1 0 
NUMBER OF AMERICAN PorTS OF THE GREAT LAKES, BY TRAFFIC TONNAGE AND AREA, 
1948 (xn 000’s or Net Tons) T 
1,000 500 250 100 50 ¢ 
Area over to to to to to under Total Cc 
5,000 5,000 1,000 500 250 100 50 
Lake Michigan ............. 5 10 4 4 2 4 12 41 
Lake Superior .............. 3 1 0 1 2 3 14 24 
ee errr rere 8 4 0 1 0 0 8 21 
Lake Huron ............... 1 3 5 0 1 1 2 13 
Lower Rivers .............. 2 2 3 0 0 2 2 11 
Lake Ontario .............. ) 3 0 0 0 1 1 5 
_ * Re 19 23 12 6 5 11 39 115 
of the Great Lakes ports be depreciated be- shores which had more than local freight : 
cause they handle principally bulk cargo, it traffic in 1948. Data available for Canadian L 
should be recognized that most of the coastal ports indicate that at least 53 had non-local P 
ports also gain major status from this type of cargo traffic during the same year. G 
commerce. The distribution of American ports into 
Of the fifty Great Lakes ports having a groups, by volume of traffic, is shown in Table ‘ 
million net tons of traffic—the yearly volume, 1. This tabulation suggests that any additional S 
exclusive of local and intraport traffic, used million-ton ports probably will be along the : 
* Sources used, unless otherwise noted, are those 
About the author— listed on the map. The assistance of the Great Lakes h 
A previous contributor to the Review, Dr. Ballert Regional Statistical Office, U.S. Corps of Engineers, 
is Senior Research Planner for the Chicago Plap Detroit, on a number of occasions is gratefully ap- wv 
Commission and Lecturer in Geography at the Uni- preciated. The Ontario Department of Planning and tl 


versity of Chicago. 
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Development, Toronto, also provided valuable aid. 
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shores of Lakes Huron or Michigan or the 
Lower Rivers. This has, in fact, been the case 
for in 1949, Drummond Island (north end of 
Lake Huron) gained this status through in- 
creased limestone shipments, and in 1950, 
Trenton (south of Wyandotte on the Detroit 
River) became a “major” port as a result of 
additional receipts of coal. Rockport (on Lake 
Huron) fell from the ranks after 1948, how- 
ever, due to discontinuance of the quarries 
which provided the traffic there. 

A review of the traffic of American Great 
Lakes ports in 1928 and 1938 indicates that 
in the earlier year there were 34 major ports 
and 32 in the latter. Those which first reached 
the million-ton mark during the two decades 
of 1928-48 are Saginaw River in 1930, Mus- 
kegon in 1934, Ecorse about 1934, Port In- 
land in 1935, Oswego in 1938, Sodus Bay in 
1940, Marblehead in 1942, and Kewaunee in 
1943. Port Huron dropped below a million 
tons after 1928. Some of the present major 
ports have had less than a million tons of 
annual commerce on several occasions. Thus, 
in 1948 more Great Lakes ports were handling 
over a million tons than in any previous year. 
The aggregate tonnage for the five leading 
commodities carried on the Lakes also ex- 
ceeded all previous years with a total of 196.6 
million short tons. As indicated in Table 2, 


TABLE 2 


LAKE COMMERCE OF THE FIVE PRINCIPAL 
Commonities, 1948 AND 1951 





Net Tons 
1948 1951 
Iron ore ............ 92,889,655 99,783,053 
Ee ee 60,563,530* 50,945,656 
Limestone .......... 22,282,425 25,871,319* 
Petroleum and 
products .......... 10,955,745 16,296,867* 
eS a 9,876,880 13,150,144 
196,568,235 206,047,039 


* Record tonnage 
Source: Lake Carriers’ Association, Annual Report of 
a Carriers’ Association, 1951. Cleveland, 1952, p. 


however, this record was surpassed in 1951 
when, for the first time, the total tonnage of 
the five products exceeded 200 million tons. 
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The settlements which have accompanied 
the development of the major ports on the 
Great Lakes have been marked by a wide vari- 
ance in size. They indicate well the principle 
that population concentrations occur “where 
commerce breaks buik and changes the agent 
of transportation.” Urban centers at such 
lake-head points as Chicago, Buffalo, and 
Duluth-Superior bear out this corollary in a 
striking way. Where settlement has not taken 
place at a port, it has been due to private 
development. Examples are Port Inland, 
Buffington, and Sodus Bay. The small popula- 
tion at a number of the ports indicates, how- 
ever, that additional favorable factors are re- 
quired in order for a “break-bulk” point to 
flourish. 

The character of the traffic of the major 
ports also shows great differences. At Marble- 
head, Ohio, for instance, there are only ship- 
ments (limestone), whereas at Midland, On- 
tario, receipts (principally grain) usually ac- 
count for all of the traffic. Conditions are only 
slightly less striking at Sandusky, Ohio (for 
shipments) and Green Bay, Wisconsin (for 
receipts). At two of the major ports—Frank- 
fort, Michigan and Kewaunee, Wisconsin— 
car-ferry traffic represents the total lake com- 
merce. While these are examples of exceptional 
specialization, the lack of diversity is charac- 
teristic of the commerce of many Great Lakes 
ports. 

The ports northward of and including Esca- 
naba and Alpena, Michigan are all principally 
shipping points with the exception of Sault 
Ste. Marie, Ontario. Southward from the ports 
of Green Bay, Wisconsin and Saginaw River, 
or that portion of the Great Lakes Region ly- 
ing within the Manufacturing Belt, lake re- 
ceipts are generally much greater than ship- 
ments. Several coal ports provide exceptions 
but, among the metropolitan centers of this 
area, Toledo is the only notable example. Few 
ports approach a balance between inbound 
and outbound tonnages. By and large, a rela- 
tively few commodities make up most of the 
commerce at the American and Canadian 


ports. 
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‘0 THE MAJOR PORTS 


TONNAGES AND PRINCIPAL TRAFFIC IN 1948" 
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Note: The pairs of tonnage symbols of the ports indicate 
Receipts (left) ond Shipments (right), Where only 
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“The term “mojor’ is applied to ports having @ total 
traffic, excluding loce! and intraport, of more than 
one million short tons. Commodities ore indicated 
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The First Million-Ton Ports 


First among the ports to handle over a mil- 
lion tons of traffic were Buffalo and Escanaba. 
In 1882, Buffalo coal shipments—largely an- 
thracite—reached this volume, and about the 
same time Escanaba’s annual iron ore ship- 
ments were for the first time more than a 
million tons. 

In 1948, the year chosen for the accom- 
panying map, the lake commerce in coal and 
stone set new records and the ore traffic was 
at a peacetime high (in 1942 and 1943 the 
volumes reached 103.1 and 94.5 million net 
tons respectively). Since then limestone and 
petroleum and their products have set new 
records (Table 2), but the 1948 peak traffic 
in coal—the most widely distributed of a!l 
commodities—makes that year a desirable one 
for viewing Great Lakes commerce. Also, indi- 
vidual port statistics will not be available for 
1951 until the latter part of this year. 

The leading port in tonnage on the Great 
Lakes in 1948 and the second ranking port in 
the nation was Duluth-Superior—the world’s 
No. 1 ore shipping center. Over 54 million net 
tons of this commodity were handled, repre- 
senting about one-half the nation’s production 
for the year. Among the 15 ore-receiving ports, 
Cleveland, Ohio ranked first. In this group 
only Port Colborne, Ontario had receipts 
under one million tons. Much of the ore re- 
ceived along the south shore of Lake Erie is 
transshipped to interior furnaces. The blast 
furnaces along the American shores of the 
Great Lakes have, however, 37 per cent of the 
nation’s capacity.* Eighty per cent of the 
Canadian capacity is along the Lakes. It was 
a century ago this year that the first recorded 
bulk shipment of iron ore—six barrels—started 
down the Great Lakes from Marquette. 

In the coal and stone trade, Toledo, Ohio 
and Calcite, Michigan, respectively, hold lead- 
ing world positions. In 1948 their shipments 
of these commodities were Toledo, 23.4 and 


* American Iron and Steel Institute, Directory of 
Iron and Steel Works in the United States and 
Canada: 1951. 


30 


Calcite, 13.1 million tons. The ports have since 
set new records with Toledo’s coal shipments 
passing 26 million tons in 1950 and Calcite’s 
limestone shipments totalling over 15.7 
million tons in 1951. 


Leaders in Other Commodities 


Other ports which lead in the shipments of 
particular commodities are Fort William- 
Port Arthur, Ontario for grain, Indiana Har- 
bor (East Chicago), Indiana for petroleum 
and products, Grand Haven, Michigan for 
sand and gravel, Alpena, Michigan, for ce- 
ment, and Buffalo, New York for iron and 
steel. Port Arthur and Thorold, Ontario (on 
the Welland Canal) appear to be the leading 
shippers of pulpwood and newsprint, respec- 
tively. The tonnages of the last-mentioned 


commodities are, in the traffic of the Great 


Lakes, too small, however, to warrant inclu- 
sion in the accompanying map. 

The lake grain traffic includes commodities 
having a considerable range in weight per 
bushel—from oats averaging 32 pounds 
(American) or 34 pounds (Canadian), to 
wheat at 60 pounds. Grain shipments from 
Fort William-Port Arthur totaled nearly 6 
million tons in 1948 or just about double the 
Duluth-Superior grain tonnage. Of this 
amount, 4 million tons or 133.4 million bush- 
els were wheat. Barley was second in weight 
(805,000 tons), but third in number of bush- 
els. Oats were next in tonnage, followed by 
flaxseed and rye. Nearly a million tons 
(989,000) of the Canadian twin ports’ grain 
went to Midland, at the head of Georgian 
Bay, for transshipment. Buffalo, however, 
with grain receipts of slightly over 3 million 
tons in 1948, is the leading Great Lakes re- 
ceiving port for this commodity. 

The car-ferry service on the Great Lakes, 
particularly that acress Lake Michigan, war- 
rants mention although it differs in character 
from the other commerce considered here.* 
In 1950 and 1951 for the first times, the rail- 





* Albert G. Ballert, “The Lake Michigan Car- 
Ferry Service,” Papers of the Michigan Academy of 
Science, Arts, and Letters, Vol. 36, 1950, pp. 155-171. 
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road freight traffic on the car ferries exceeded 
6 million tons. This is about an 80 per cent 
increase over the 1939 volume. Through Lud- 
ington, the leading port, passes about half the 
cross-lake traffic. Of the five west-shore 
termini Milwaukee is the most important. 
This service operates throughout the year. 
Due to the physical limitations of the ac- 
companying map, it is not possible to sub- 
divide the receipts and shipments of the ports 
into domestic, lakewise foreign, internal (via 
New York Barge Canal or Illinois Waterway), 
and overseas traffic. The last-mentioned classi- 
fication is of particular interest in connection 
with the proposed St. Lawrence Seaway pro- 
ject. In 1948, the overseas traffic of American 
Great Lakes ports was 90,171 tons. Imports 
totaled 46,765 tons and exports amounted 
to 43,406 tons. A decade earlier (1938) the 
factor in the change. By 1950 this overseas 
traffic had reached 212,077 tons (imports— 
127,203 and exports 84,874). The sailings in- 
creased from 58 in 1948 to 95 in 1950. In the 
latter year Chicago, the most important port 
in the Great Lakes—Atlantic trade, accounted 
for 45 per cent of the import tonnage and 35 
per cent of the exports of the American ports. 
Appraisal of the current uptrend and com- 


_ modities in this overseas commerce requires 


consideration of such impetus factors as our 


| present European aid program. 


The traffic of the Sault Ste. Marie canals 
reached a new peacetime high in 1948 (sur- 
passed in the war years 1942-44). Up- and 
downbound commerce totaled over 115.4 mil- 
lion tons. This was 4.3 times the volume pass- 
ing through the Panama Canal during the 
same year. A few commodities, however, ac- 
count for most of the Sault’s tonnage (see 
map) whereas a multitude of products pass 
through the Panama Canal. In 1951 the traffic 
through the Sault locks reached 120 million 
tons, or just under the all-time record of 1942. 
A new traffic which contributed 2 million 
tons to the total was the crude oil shipped 
eastward from Superior, Wisconsin, the term- 
inal of the pipeline extending from the Alberta 
oil fields. 
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Factors Affecting Lake Traffic 

From this brief summary of a few of the 
features of the commerce of the Great Lakes 
and major ports, it becomes readily apparent 
that there are many facets for investigation 
here. While the broad pattern of trade is well 
established, it has many dynamic aspects. For 
example, commodity traffic on the lakes may 
be affected by economic conditions, strikes, 
length of navigation season, etc. and the com- 
merce of the ports may, in addition, be altered 
by the hinterland supply of and/or need for 
commodities which are handled by lake bulk 
carriers. The 1952 strike in the iron and steel 
industry and at the ore mines, for example, 
resulted in lake ore shipments for June 
amounting to 2,785,000 net tons compared 
with 14,746,000 tons for the same month in 
1951. Hinterland resources and needs com- 
prise all the traffic at such remote ports as 
Michipicoten, Ontario where shipments are: 
iron ore concentrates (sinter) and pulpwood 
and receipts are coal (for several railroads) 
and sulphur (for paper mills). 

Figures on the commerce of the American 
ports can be secured from the Annual Report 
of the Chief of Engineers. Statistics for Cana- 
dian ports are not, however, obtainable from 
any published sources. The yearly Shipping 
Report of the Dominion Bureau of Statistics 
contains only figures for foreign cargoes loaded 
and unloaded. As a result, the compilation of 
the total commerce of Canadian ports fre- 
quently is difficult. Where local authorities 
cannot provide statistics on port commerce, it 
becomes necessary to use various sources such 
as those indicated on the map. The figures 
obtained by use of the latter method may not 
be precisely correct, but it is quite certain 
that any error is but minor. The map and 
table which have been developed are believed 
to be the first presentation to include all 
major ports of the Great Lakes. 

Note on use of the map. The tonnage of 
receipts and shipments at each port is indi- 
cated in the table and by block piles near the 
port. The piles represent the multiple and/or 
fraction of a unit which equals one million 
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short tons. Various commodities are shown by 
the different patterns which appear in the 
legend. A commodity pattern is used in asso- 
ciation with the block-pile symbol only when 
it accounts for at least a half million tons of 
receipts or shipments at a port. Hence, the 


map shows only the principal commodities in 
the traffic of the major ports, but such com- 
merce usually represents a high proportion of 
the total. Some readers may be interested to 
know that 22 x 34 inch copies of the map are | 
available from the author for 50 cents. f 
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INDUSTRIAL RESEARCH 
FOR SMALL BUSINESS 








A great flow of new technology from the 
immense output of government-supported re- 
search is now made available to small busi- 
ness through the Office of Technical Services 
of the U. S. Department of Commerce. 

In its publication, OTS Technical Reports 
Newsletter, attention is called to such develop- 
ments as the making of better castings, and 
increasing the life of radio tubes. 

This publication provides information other- 
wise unobtainable except through research so 
costly that it is often beyond the means of 
small concerns. Subscription price per year: 
50 cents. 


STATISTICAL ABSTRACT 1951 





Important summary statistics on the eco- 
nomic, industrial, political, and social organi- 
zation of the United States are included in 
The Statistical Abstract of the U.S., now in its 
72nd edition. The new 1951 edition of this 
convenient one-volume reference contains a 
new group of tables on advertising expendi- 
tures, concentration of output, mergers, and 
acquisitions. Other significant additions in- 
clude data from the 1948 Census of Business, 
the 1950 Census of Housing, together with 
data on school enrollment, personal income, 
Federal Government expenditures, etc. The 
Statistical Abstract 1951, 1047 pages, may be 
purchased for $3.00 from the Superintendent 
of Documents, Washington, D. C. 
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BRIEFS 


TRENDS IN PACKAGING jaa 

The U. S. Department of Commerce is com- | 
mencing a survey of consumer packaging since | © 
Korea. Information is being sought on new | | 
packaging trends; conservation of materials; 
simplification and standardization; substitu. | 
tion due to materials shortages. Results will 
be reported as a special feature in the autumn 
report of Containers and Packaging under the 
tentative title, “Significant Trends and De- |” 
velopments in Consumer Packaging.” Sub- | 
scription to this quarterly publication is 60 
cents per year. 


THE AMERICAN ECONOMIC SYSTEM 
Despite American efforts to publicize the | 
virtues of capitalism, and Communist efforts | 
to belittle it, only one-third of the American 
voting population were able to give the name | 
used to describe our economic system during | 
a recent Gallup Poll. 
In a nationwide study, interviewers for the } 
Institute of Public Opinion asked a balanced | ~ 
cross-section of the voting population the fol- |” 
lowing question: ; 
“The Russian economic system is called} 
Communism. The British economic system is 
called Socialism. Will you tell me what the 
American economic, or business, system is } 
called?” 
The results were summarized as follows: 
Capitalism, free-enterprise 
Democratic, liberty 
Miscellaneous 
Don’t know 
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directed to: ‘Oh te len tea 
Sel cciee cu baer Be wed during 
(3) the relationship of deficit financing and other New Deal policies cies am d 
business spending, and (4) the effects of the Great Depression of 1930-34 expec 
tations of business management during the subsequent recovery. . 


130 pages, paper bound, price $2.00 


DEPARTMENTAL MERCHANDISING RESULTS 
IN SMALL DEPARTMENT STORES, 1950 


Michigan Business Report, No. 21 
By Enoar H. Gai, PhD. 


For the year 1950, Departmentel Merchandising Results include changes in Sales 
Volume, Markdowns, Stock Sales Ratios, Original Mark-up, Purchase | 
Gross Margin, and other operating ratios for each month and for the year. These 
ratios are given for thirty-nine important departments and for total store, : 
executives find these ratios useful in evaluating the merchandise performante of thelr 
own stores and in determining seasonal trends. 
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Recent Publications 


By the BUREAU OF BUSINESS RESEARCH 


> THE LEASE AS A FINANCING AND SELLING DEVICE 
By Wilfoid J. Eiteman, Ph.D., and Charles N. Davisson, Ph.D. 


This study attempts to answer the question, “Why, 
reopen somes grat magne ye 
lease ra: purchase land, dings, ma- 

REPORT NO. 20 chinery?” The sole objective of the authors has been 
to develop a theory of the use of the lease. 


PLOYMENT BENEFITS IN AN ACTIVE LABOR MARKET 
By Ronald S. Johnson 

This study, as a result of interviews, 

to show t about the personal char- 
REPORT NO. 19 acteristics and the labor-force attachment of people 


108 pages doth bound price $2.50 | 
A STUDY OF PEOPLE WHO HAVE EXHAUSTED UNEM. q 


3 BRITAIN: A CASE STUDY FOR AMERICANS 
By Clare E. Griffin, Ph.D. 


VOLUME X be significant for a prognosis of our future, and 
STUDY NO. § more as a basis for trends that should be 
tMehu_d = 

78 pages paper bound price $1.50 


4 UNIONISM, WAGE TRENDS, AND INCOME DISTRIBU- 
TION, 1914-1947 


By Harold M. Levinson, Ph.D. 


“The fundamental issue in dispute involves the ues 
tion of whether or not there is a significantly large 
range within which institutional pressures, particu- 


VOLUME X ’ larly union bargaining power, raise money wage 
STUDY NO. 4 rates without causing tome type of employer 
such as raising prices or tuting capital for labor, 
and thereby causing some unemployment.” 
122 pages paper bound price $2.00 | 
Copies may be ordered from 4 


THE UNIVERSITY OF MICHIGAN PRESS 
S11 Maynard Street Ann Arbor, Michigan 





